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Title  45 — Public  Welfare 


CHAPTER  I— OFFICE  OF  EDUCATION, 
DEPARTMENT  OF  HEALTH,  EDUCA¬ 
TION,  AND  WELFARE 

Family  Contribution  Schedules 

AGENCY:  Office  of  Education.  HEW. 
ACTION-  Pinal  Regulations. 

SUMMARY-  The  Family  Contribution 
Schedules  are  the  formulas  used  in  de¬ 
termining  student  eligibility  on  the 
basis  of  financial  need  for  the  Basic 
Educational  Opportunity  Grant  Pro¬ 
gram.  These  final  regulations  establish 
the  Family  Contribution  Schedules  for 
the  Basic  Educational  Opportunity 
Grant  Program  for  the  1979-80  award 
period.  They  include  a  number  of  revi¬ 
sions  to  the  1978-79  Family  Contribu¬ 
tion  Schedules.  These  revisions  are  in¬ 
tended  to  increase  program  equity  and 
to  respond  to  public  and  Congressional 
interest  in  easing  the  burden  of  educa¬ 
tional  costs  for  middle  income  families 
while  still  maintaining  the  statutory 
mandate  of  a  formula-based  program. 
Several  of  these  changes,  in  addition 
to  being  included  in  the  August  14, 

1978  notice  of  proposed  rulemaking 
for  the  1979-80  Family  Contribution 
Schedules,  were  later  enacted  into  law 
as  provisions  of  the  Middle  Income 
Student  Assistance  Act. 

EFTECTIVE  DATE:  These  regula¬ 
tions  are  expected  to  take  effect  45 
days  after  they  are  transmitted  to 
Congress.  Regulations  are  usually 
transmitted  to  Congress  several  days 
before  they  are  published  in  the  Fed¬ 
eral  Register.  The  effective  date  is 
changed  by  statute  if  the  Congress  dis¬ 
approves  the  regulations  or  takes  cer¬ 
tain  adjournments.  It  should  be  noted, 
however,  that  these  regulations  apply 
only  to  Basic  Educational  Opportunity 
Grants  made  for  the  period  of  July  1, 

1979  through  June  30.  1980.  If  you 
want  to  know  the  effective  date  of 
these  regulations,  call  or  write  the 
Office  of  Education  contact  person. 

FOR  FURTHER  INFORMATION 
CONTACT: 

William  Moran,  Chief.  Basic  Grants 
Policy  Section,  Division  of  Policy 
and  Program  Development.  ROB-3, 
Room  4318,  400  Maryland  Avenue. 
S.W..  Washington,  D.C.  20202.  (202) 
472-4300. 

SUPPLEMENTARY  INFORMATION: 

General  Background 

The  proposed  Family  Contribution 
Schedules  for  1979-80  were  published 
in  the  Federal  Register  as  a  notice  of 
proposed  rulemaking  (NPRM)  on 
August  14,  1978.  Copies  of  the  NPRM 
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were  mailed  to  participating  postsec¬ 
ondary  institutions  and  to  various  edu¬ 
cation  organizations,  and  public  com¬ 
ment  was  solicited.  Additionally.  Con¬ 
gressional  hearings  were  held  on  the 
proposed  regulations.  Subsequent  to 
the  publication  of  the  NPRM,  Con¬ 
gress  enacted  the  Middle  Income  Stu¬ 
dent  Assistance  Act  Public  Law  95-566. 

This  law  specified  a  10 '/4%  rate  for 
asse.ssing  parental  discretionary 
income  and  made  two  changes  in  the 
treatment  of  independent  students. 
One  of  these  changes  required  that 
the  family  size  offset  for  the  single  in¬ 
dependent  student  would  be  computed 
in  the  same  way  that  all  other  family 
size  offsets  are  computed.  The  other 
provided  that  the  assets  of  independ¬ 
ent  students  with  dependents  would  be 
assessed  in  the  same  manner  as  those 
of  the  parents  of  dependent  students. 

However,  it  was  decided  to  postpone 
implementation  of  these  two  changes 
in  the  treatment  of  independent  stu¬ 
dents  until  the  1980-81  award  period, 
because  of  the  need  for  fiscal  con¬ 
straint  with  respect  to  FY  1980  out¬ 
lays.  Accordingly,  these  two  changes 
are  not  included  in  the  1979-80  Family 
Contribution  Schedules. 

The  public  comments  that  were  re¬ 
ceived  on  the  NPRM  and  the  Office  of 
Education  responses  to  those  com¬ 
ments  are  summarized  in  the  appendix 
of  these  regulations. 

Summary  of  Major  Issues 

1.  Adjustment  of  family  size  offsets. 
The  family  size  offsets  included  in  the 
Family  Contributon  Schedules  are  in¬ 
tended  to  provide  for  basic  family  ex¬ 
penses  that  must  be  met  before  any 
contribution  toward  a  student’s  educa¬ 
tional  costs  can  be  expected.  The 
family  size  offsets  have  been  updated 
annually  since  the  beginning  of  the 
Basic  Grant  Program  to  reflect  the  in¬ 
crease  in  the  Consumer  Price  Index 
published  by  the  Bureau  of  Labor  Sta¬ 
tistics  of  the  Department  of  Labor.  To 
derive  the  offsets  for  the  1978  base 
year  which  will  be  used  in  computing 
awards  for  the  1979-80  award  period, 
the  offsets  for  1977  have  been  in¬ 
creased  by  8.8  percent  to  reflect  the 
rise  in  the  Consumer  Price  Index. 

2.  Change  in  the  rate  of  assessing  pa¬ 
rental  discretionary  income  for  de¬ 
pendent  students.  One  of  the  objec¬ 
tives  of  the  Middle  Income  Student 
Assistance  Act  was  to  make  the  Basic 
Grant  Program  available  to  more  stu¬ 
dents  from  middle  income  families.  To 
achieve  that  objective,  that  Act  pro¬ 
vided  that  parental  discretionary 
income  would  be  assessed  at  a  rate  of 
10.5%.  The  August  14  NPRM  had  in¬ 
cluded  optional  rates  for  assessing  dis¬ 
cretionary  income  contingent  upon 
Congressional  action  concerning  tu¬ 
ition  tax  credit  j)ropo.sals  that  were 
pending  at  the  time  the  NPRM  was 


prepared.  The  first  option  was  to 
change  the  assessment  rate  to  12%  if 
tax  credit  legislation  was  not  enacted. 

The  second  option,  intended  to  be 
used  if  a  tax  credit  bill  became  law. 
was  to  make  no  change  in  the  assess¬ 
ment  rate,  leaving  it  at  20%  for  the 
first  $5,000  of  discretionry  income  and 
30%  for  all  discretionary  income  above 
the  first  $5,000.  Now,  however,  in  ac¬ 
cordance  with  the  provisions  of  the 
Middle  Income  Student  Assistance 
Act,  the  final  regrulation  includes  a 
10.5%  assessment  rate  for  discretion¬ 
ary  income. 

Note.— Section  411(a)(3MAKi)  of  the 
Higher  Education  Act  of  1965  provides  that 
Family  Contribution  Schedules  will  be  ef¬ 
fective  for  a  twelve-month  period  beginning 
each  July  1.  However,  the  language  of  the 
Middle  Income  Student  Assistance  Act 
specifies  August  1,  1979  as  the  effective  date 
for  the  change  in  the  rate  of  assessing  dis¬ 
cretionary  income,  mentioned  in  item  2 
above.  To  provide  consistency  with  all  other 
aspects  of  the  program,  the  Commissioner 
has  made  ail  changes  in  the  1979-80  Family 
Contribution  Schedules  effective  as  of  July 
1.  1979— the  beginning  of  the  1979-80  award 
period.  Additionally,  the  Commissioner  has 
requested  a  technical  amendment  to  change 
the  effective  date  of  these  provisions  in  the 
Middle  Income  Student  Assistance  Act  from 
August  1.  1979  to  July  1,  1979. 

3.  Increase  in  the  personal  asset  re¬ 
serve  to  $25,000.  The  August  14  NPRM 
included  a  proposal  to  raise  the  asset 
reserve  for  non-farm  and  non-business 
'assets  from  $17,000  to  $25,000.  The 
change  to  a  $25,000  asset  reserve  has 
been  included  in  the  final  regulation. 

4.  Change  in  the  definitions  of  a 
parent.  In  an  effort  to  achieve  greater 
program  equity  and  also  to  eliminate  a 
continuing  source  of  confusion  in  the 
application  process,  the  August  14 
NPRM  included  a  proposed  change  in 
the  definition  of  a  “parent,”  limiting 
that  term  to  the  applicant’s  mother  or 
father.  That  change  has  been  adopted 
in  the  l^nal  regulation. 

5.  Changes  in  the  definition  of  an 
“independent  student"  The  August  14 
NPRM  also  included  two  changes  in 
the  definition  of  an  independent  stu¬ 
dent.  both  of  which  liberalized  the  cri¬ 
teria  for  determining  independent  stu¬ 
dent  status.  These  changes  have  been 
adopted  in  the  final  regulation.  Both 
of  these  criteria  apply  for  the  year 
prior  to  the  award  period  and  for  the 

two  calendar  years  in  which  the  award  I 
period  occurs.  These  changes  are: 

(a)  An  increase  from  $600  to  $750  in 
the  amount  of  financial  assistance  an 
independent  student  may  receive  per 
yeai  from  his  or  her  parents,  and 

fb)  An  increase  from  two  consecutive 
weeks  to  six  weeks  in  the  amount  of 
time  an  independent  student  may  live 
'in  the  home  of  his  or  her  parents  per 
year. 

As  was  noted  in  the  August  14 
NPRM.  these  changes  in  the  defini- 
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tion  of  an  independent  student  apply 
not  only  to  the  Basic  Grant  P*rogram, 
but  also  to  the  three  campus-based 
programs  (National  Direct  Student 
Loan,  College  Work-Study,  and  Sup¬ 
plemental  Educational  Opportunity 
Grants)  for  periods  of  study  occurring 
after  July  1,  1979.  Changes  in  the  defi¬ 
nition  for  the  regulations  of  each  of 
these  three  programs  are  included  at 
ihe  back  of  these  final  regulations  for 
»he  1979-80  Family  Contribution 
Schedules. 

( Catalog  of  Federal  Domestic  Assistance  No. 
13.539  Basic  Educational  Opportunity 
Grant  Program.) 

Dated:  March  14,  1979 

Ernest  L.  Boter, 

U.S.  Commissioner  of  Education, 

Dated:  March  16. 1979. 

Hale  Champion, 

Acting  Secretary  of  Health, 
Education,  and  Welfare. 

PART  190— BASIC  EDUCATIONAL 

OPPORTUNITY  GRANT  PROGRAM 

1.  Subparts  C  and  D  of  Part  190  of 
Title  45  of  the  Code  of  Federal  Regu¬ 
lations  are  revised  to  read  as  follows: 

Subpart  C — Expoctad  Family  Contribution  for 
Dapandant  Studant* 

Sec. 

190.31  Indicators  of  financial  strength. 

190.32  Special  definitions. 

190.33  Annual  adjusted  family  income. 

190.34  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  effective  family  income. 

190.35  Computation  of  the  expected  contri¬ 
bution  from  parental  assets. 

190.36  Computation  of  the  expected  contri¬ 
bution  from  parental  income  and  assets, 
adjusted  for  number  of  family  members 
attending  programs  of  postsecondary 
education. 

190.37  Computation  of  the  expected  contri¬ 
bution  from  student’s  assets. 

190.38  Computation  of  the  total  expected 
family  contribution. 

190.39  Extraordinary  circumstances  affect¬ 
ing  the  expected  family  contribution  de¬ 
termination  for  dependent  students. 

Subpart  0 — Expocted  Family  Contribution  for 
Indopondont  Studontt 

190.41  Indicators  of  financial  strength. 

190.42  Special  definitions. 

190.43  Annual  adjusted  family  income. 

190.44  Computation  of  the  expected  family 
contribution  for  an  independent  student 
from  effective  family  income. 

190.45  Computation  of  the  expected  contri¬ 
bution  from  the  assets  of  the  independ¬ 
ent  student  and  spouse. 

190.46  Computation  of  the  total  expected 
contribution  from  the  student's  and 
spouse's  income  and  assets  adjusted  for 
number  of  family  members  attending 
programs  of  postsecondary  education. 

190.47  (Reserved) 

190.48  Extraordinary  circumstances  affect¬ 
ing  the  expected  family  contribution  de¬ 
termination  for  the  independent  stu¬ 
dent. 


Subpart  C — Expected  Family 
Contribution  for  Dependent  Students 

§  190.31  Indicators  of  financial  strength. 

“Expected  family  contribution”  for  a 
dependent  student  means  the  amount 
that  the  student  and  his  or  her  family 
may  reasonably  be  expected  to  con¬ 
tribute  toward  the  cost  of  his  or  her 
education  for  an  award  period.  Each  of 
the  following  elements  of  financial 
strength  will  be  considered  in  deter¬ 
mining  the  family  contribution  for  de¬ 
pendent  students: 

(a)  The  effective  income  of  the  stu¬ 
dent’s  parent(s). 

(b)  The  number  of  dependents  of 
the  student’s  parent!  s). 

(c)  The  number  of  dependents  of  the 
student’s  parent(s)  who  are  attending, 
on  at  least  a  half-time  basis,  a  program 
of  postsecondary  education. 

(d)  The  assets  of  the  student. 

(e)  The  assets  of  the  student’s 
parent(s). 

(f)  The  unusual  expenses  of  the  stu¬ 
dent’s  parent(s).  ’These  unusual  ex¬ 
penses  are  limited  to  medical  and 
dental  expenses  and  expenses  arising 
from  a  catastrophe. 

(g)  The  additional  expenses  incurred 
when  two  parents  are  employed  or 
when  a  family  is  headed  by  a  single 
parent  who  is  employed. 

(h)  The  unreimbursed  expenses  in¬ 
curred  for  tuition  by  the  student’s  par¬ 
ents  for  other  dependent  children  en¬ 
rolled  in  an  elementary  or  secondary 
school. 

(20  U.S.C.  1070a(a)(3KBKli). 

§  190.32  Special  definitions. 

For  purposes  of  this  subpart: 

The  definition  of  “annual  adjusted 
family  income”  is  set  forth  in  §  190.33. 

“Assets”  means  cash  on  hand  includ¬ 
ing  amounts  in  checking  and  savings 
accounts,  trusts,  stocks,  bonds,  other 
securities,  real  estate,  home  (if 
owned),  income  producing  property, 
business  equipment,  and  business  in¬ 
ventory. 

However,  for  Native  American  stu¬ 
dents,  the  following  shall  not  be  con¬ 
sidered  as  an  asset  of  the  student  or 
his  or  her  family  in  determining  the 
expected  family  contribution: 

(a)  Any  property  received  under  the 
Distribution  of  Judgment  Funds  Act 
(25  U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43 
U.S.C.  1601,  et  seq.), 

(b)  Any  property  that  may  not  be 
sold  or  encumbered  without  the  con¬ 
sent  of  the  Secretary  of  Interior,  or 

(c)  Any  other  property  held  in  trust 
for  the  student  or  his  family  by  the 
United  States  Government. 

“Business  assets”  means  property 
that  is  used  in  the  operation  of  a  trade 
or  business,  including  real  estate  in¬ 
ventories,  buildings,  machinery  and 


other  equipment  inventories,  patents, 
franchise  rights,  and  copyrights. 

“Dependents  of  the  student’s  par¬ 
ents”  means  the  student  and  any  of 
the  following  persons  for  whom  the 
parents  provide  or  will  provide  more 
than  one-half  support  during  1979: 

(a)  Other  children  of  the  student's 
parents,  or 

(b)  Persons  living  with  the  parents. 

“Dependent  student”  means  any  stu¬ 
dent  who  does  not  qualify  as  an  inde¬ 
pendent  student  as  defined  in 
S  190.42(a). 

“Effective  family  income”  of  a  stu¬ 
dent’s  parents  means  their  annual  ad¬ 
justed  family  income  minus  the  Feder¬ 
al  income  tax  paid  or  payable  with  re¬ 
spect  to  the  year  for  which  adjusted 
gross  income,  as  defined  in  §  190.33,  is 
reported. 

(20  U.S.C.  1070a(aK3KB)(iii).) 

“Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relat¬ 
ing  to  employment  when  both  parents 
are  employed  or  when  one  parent 
qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

“Expenses  arising  from  catastrophe” 
means  unreimbursed  casualty  losses 
incurred  by  the  parents  of  the  student 
that  may  be  d^ucted  under  section 
165(c)(3)  of  the  Internal  Revenue 
Code.  The  expenses  which  may  be  re¬ 
ported  are  those  which  were  incurred 
during  1978,  unless  the  student  files 
imder  the  provisions  of  §  190.39.  In 
that  case  the  expenses  reported  will  be 
those  incurred  in  1979. 

(20  U.S.C.  1070a(aM3KBKilKV).) 

“F’amily  size  offset”  means  an  allow¬ 
ance  to  meet  the  subsistence  expenses 
of  a  family,  including  food,  shelter, 
clothing,  and  other  basic  needs.  The 
“Weighted  Average  ’Thresholds  at  the 
Low  Income  Level,”  as  developed  by 
the  Social  Security  Administration,  is 
used  as  a  basis  to  determine  the  family 
size  offset. 

“Farm  assets”  means  any  property 
owned  and  used  in  the  operation  of  a 
farm  for  profit,  including  real  estate, 
livestock,  livest(x;k  products,  crops, 
farm  machinery,  and  other  equipment 
inventories.  A  farm  is  not  considered 
to  be  operated  for  profit  if  crops  or 
livestock  are  raised  mainly  for  the  use 
of  the  family,  even  if  some  income  is 
derived  from  incidental  sales. 

“Federal  income  tax”  means  (a)  the 
tax  on  income  paid  to  the  U.S.  Gov¬ 
ernment  imder  chapter  2  of  the  Inter¬ 
nal  Revenue  Code,  or  (b)  the  tax  on 
income  paid  to  the  Governments  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Virgin  Islands,  the  Northern  Mari¬ 
ana  Islands,  or  the  Trust  Territory  of 
the  Pacific  Islands  under  the  laws  ap¬ 
plicable  to  those  jurisdictions. 

(20  UJ3.C  1070a(aH3)  (B)  (ill).) 
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"Medical  expenses”  means  unreim¬ 
bursed  medical  and  dental  expenses, 
except  premiums  for  medical  insur¬ 
ance.  that  may  be  deducted  under  sec¬ 
tion  213  of  the  Internal  Revenue  Code 
paid  in  1978  by  the  parents  of  the  stu¬ 
dent  unless  the  student  files  under  the 
provisions  of  §  190.39.  In  that  case  the 
expenses  reported  are  those  paid  in 
1979. 

"Net  assets"  means  the  current 
market  value  at  the  time  of  applica¬ 
tion  of  the  assets  included  in  the  defi¬ 
nition  of  "assets”  minus  the  outstand¬ 
ing  liabilities  (indebtedness)  against 
those  assets. 

"Parent”  means  the  student’s 
mother  or  father.  An  adoptive  parent 
is  considered  the  student’s  mother  or 
father. 

(20  U.S.C  1070a(aK3)(B)  unless  otherwLse 
noted.) 

§  190.33  Annual  adjusted  family  income. 

(a)  "Annual  adjusted  family  income” 
means,  except  as  provided  in  para¬ 
graph  (b),  (c),  and  (d)  of  this  section 
and  §  190.39— 

(1)  The  sum  received  in  1978  by  the 
student’s  parents  from— 

(1)  Adjusted  gross  income  as  defined 
by  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the 
parent  filed  an  income  tax  return: 

(ii)  Investment  income  upon  which 
no  Federal  income  tax  need  be  paid. 
An  example  of  such  income  is  the  in¬ 
terest  on  State  and  municipal  bonds; 
and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid.  Ex¬ 
amples  of  such  income  include  child 
support  payment,  income  from  income 
maintenance  programs  such  as  welfare 
benefits,  and  Social  Security  benefits: 

(2)  Any  Social  Security  benefits  paid 
to  or  on  account  of  the  student  in 
1978:  and 

(3)  One-half  of  any  veteran’s  bene¬ 
fits  to  be  paid  to  the  student  under 
chapters  34  and  35  of  the  United 
States  Code  for  the  aw'ard  period  for 
which  aid  is  requested. 

(b)  For  a  Native  American  student, 
the  annual  adjusted  family  income 
will  not  include  the  income  received  by 
the  student’s  parents  under  the  Distri¬ 
bution  of  Judgment  Funds  Act  (25 
U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43 
U.S.C.  1601,  et  seq.). 

(c)  For  a  student  whose  parents  are 
divorced  or  separated,  the  following 
procedures  apply  for  reporting  par¬ 
ent’s  income  to  determine  the  annual 
adjusted  family  income— 

(1)  Report  only  the  income  as  de¬ 
scribed  in  paragraph  (a)  of  this  s€K;tion 
of  the  parent  who  has  or  had  custody 
of  the  student. 

(2)  If  custody  was  not  aw'arded,  or  if 
the  parents  have  or  had  equal  custody. 


report  only  the  income  of  the  parent 
with  whom  the  student  resided  for  the 
greater  portion  of  the  12  month  period 
preceding  the  date  of  the  application. 

(3)  If  none  of  the  preceding  criteria 
apply,  report  only  the  income  of  the 
parent  who  is  fh-oviding  or  who  has 
provided  the  greater  portion  of  the 
student’s  support. 

(d)  The  following  rule  applies  if 
either  a  parent  whose  income  is  taken 
into  account  under  paragraph  (c),  or  a 
parent  who  is  a  widow  or  widow'er  and 
w'hose  income  is  taken  into  account 
under  paragraph  (a)  has  remarried. 
The  income  of  such  a  parent’s  spouse 
shall  be  included  in  determining  the 
student’s  annual  adju.sted  family 
income  if,  in  either  1978.  1979,  or  1980, 
the  student— 

(1)  Has  received  or  will  receive  finan¬ 
cial  assistance  of  more  than  $750  in 
any  one  of  those  years  from  that 
spouse,  or 

(2)  Has  lived  or  will  live  for  more 
than  six  weeks  in  any  one  of  those 
years  in  the  home  of  that  spouse. 

(20  U.S.C  1070a(aM3)(B).) 

§  190.34  Computation  of  the  expected 
family  contribution  for  a  dependent 
student  from  effective  family  income. 

The  expected  family  contribution 
for  a  dependent  student  from  effective 
family  income  is  calculated  as  follows: 

(a)  Determine  the  effective  family 
income  of  the  student’s  parents. 

(b)  Determine  discretionary  income 
by  deducting  the  following  offsets 
from  the  amount  calculated  in  para¬ 
graph  (a): 

(1)  A  family  size  offset  in  the 
amount  specified  in  the  following 
table. 


Family  sL»e  offsets 


Family  members 


Amount 


2  . 14.450 

3  .  5.400 

4  . . .  6  850 

5  .  8.050 

6  . 9.150 

7  . 10.100 

8  . . .  11.200 

9 . 12.250 

10' .  13,250 


'  Plus  Sl.OOO  for  each  additloruil  family  member 
over  10. 

In  determining  the  family  size,  the 
following  rules  apply— 

(i)  If  the  parents  are  not  divorced  or 
separated,  family  members  include  the 
student’s  parents,  and  the  dependents 
of  the  student’s  parents. 

(ii)  If  the  parents  are  divorced  or 
separated  and  not  remarried,  family 
members  include  any  parent  whose 
income  is  included  in  computing  the 
annual  adjusted  family  income  and 
that  parent's  dependents. 

(iii)  If  the  parents  are  divorced  and 
the  parent  whose  income  is  included  in 


computing  the  annual  adjusted  family 
income  has  remarried,  or  if  that 
parent  was  a  widow  or  widower  who 
has  remarried,  family  members  also 
include  any  dependents  of  the  new 
spouse  if  that  spouse’s  income  is  in¬ 
cluded  in  determining  the  annual  ad¬ 
justed  family  income. 

(2)  An  unusual  expense  offset  equal 
to  the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental  ex¬ 
penses  and  unreimbursed  losses  result¬ 
ing  from  a  castastrophe  exceeds  20 
percent  of  effective  family  income. 
The  expenses  that  may  be  reported 
are  those  expenses  paid  by  the  stu¬ 
dent’s  parents  during  1978.  unless  the 
student  files  under  the  provisions  of 
§  190.39.  In  that  case,  the  exr''”ses  re¬ 
ported  will  be  those  paid  in  1970.  The 
expenses  of  both  parents  are  included 
only  if  the  incomes  of  both  are  .subject 
to  inclusion  in  determining  the  effec¬ 
tive  family  income.  Similarly,  a  step¬ 
parent’s  expenses  are  included  only  if 
his  or  her  income  was  subject  to  inclu¬ 
sion. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows— 

(i)  If  both  parents  were  employed  in 
the  year  for  which  parent’s  adju.sted 
gross  income  is  reported  and  both 
have  their  incomes  reported  in  deter¬ 
mining  the  expected  family  contribu¬ 
tion.  use  the  lesser  of  $1,500  or  50  per¬ 
cent  of  the  adjusted  gross  income 
earned  by  the  parent  with  the  le.s.ser 
income. 

(ii)  If  a  parent  qualifies  as  a  head  of 
household  as  defined  in  section  2  of 
the  Internal  Revenue  Code.  u.se  the 
lesser  of  $1,500  or  50  percent  of  his  or 
her  adjusted  gross  income. 

The  adjusted  gross  income  figure  to  be 
used  in  all  cases  is  that  figure  for  1978 
unless  the  student  files  under  the  pro¬ 
visions  of  §  190.39.  In  that  case  the 
figure  to  be  used  is  the  one  for  1979. 

(4)  An  educational  expense  offset 
equal  to  the  unreimbursed  tuition  paid 
by  the  student’s  parents  for  other  de¬ 
pendent  children  enrolled  in  elemen¬ 
tary  or  secondary  school.  The  ex¬ 
penses  which  may  be  reported  are 
those  expenses  paid  in  1978  unless  the 
student  files  under  the  provisions  of 
§  190.39.  In  that  case,  the  expenses  re¬ 
ported  will  be  those  paid  in  1979. 

(c)  If  the  discretionary  income  is  a 
positive  amount,  multiply  it  by  10.5 
percent.  If  it  is  negative,  there  is  no 
expected  family  contribution  from  ef¬ 
fective  family  income. 

(20  U.S.C.  1070a(aK3KB).) 

§  190.35  Computation  of  the  expected  con¬ 
tribution  from  parental  a.s8et8. 

Except  as  provided  for  in  paragraph 
(d),  the  expected  contribution  from 
parental  assets  is  determined  in  the 
following  manner: 
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(a)  If  the  net  assets  do  not  include 
farm  or  business  assets,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
assets. 

(b)  If  the  net  assets  Include  farm  or 
business  assets  as  defined  in  §  190.32, 
deduct  an  asset  reserve  from  the  net 
assets  as  follows— 

(1)  If  farm  or  business  assets  are  less 
than  farm  or  business  debts,  deduct  an 
asset  reserve  of  $25,000  from  the  net 
value  of  all  assets. 

(2)  If  farm  or  business  assets  exceed 
farm  or  business  debts,  and  the  net 
value  of  non-fartp  and  non-business 
assets  is  $25,000  or  more,  deduct  an 
asset  reserve  of, 

(1)  $25,000  from  non-farm  and  non¬ 
business  assets,  and 

(ii)  $25,000  from  farm  and  business 
as.sets. 

(3)  If  farm  or  business  assets  exceed 
farm  or  business  debts  and  the  net 
value  of  non-farm  and  non-business 
assets  is  less  than  $25,000,  deduct  an 
asset  reserve  of  $50,000  from  the  net 
value  of  all  assets. 

(4)  If  the  result  obtained  in  para¬ 
graphs  (b)(1).  (2)(ii).  or  (3)  of  this  sec¬ 
tion  is  a  negative  amount,  it  shall  be 
changed  to  zero. 

(c)  The  expected  contribution  from 
parental  assets  equals  five  percent  of 
the  remainder  obtained  in  paragraph 

(a)  or  (b)  of  this  section. 

(d)  If  the  calculation  of  discretion¬ 
ary  income  required  by  §  190.34(b)  pro¬ 
duces  a  negative  number,  the  expected 
contribution  from  parents’  assets,  cal¬ 
culated  under  paragraphs  (a)  or  (b)  of 
this  section  shall  be  reduced  by  the 
amount  of  that  negative  discretionary 
income. 

(e) (1)  If  the  student’s  parents  are 
separated,  or  divorced  and  not  remar¬ 
ried.  only  the  assets  of  the  parent 
whose  income  is  included  in  computing 
annual  adjusted  family  income  shall 
be  considered. 

(2)  However,  if  that  parent  has  re¬ 
married,  or  if  the  parent  was  a  widow 
or  widower  who  has  remarried,  and 
the  parent’s  spouse’s  income  is  also  in¬ 
cluded  under  §  190.33,  the  assets  of 
that  parent’s  spouse  shall  also  be  in¬ 
cluded. 

(20  U.S.C.  1070a(aK3KB).) 

§  190.36  Computation  of  the  expected  con¬ 
tribution  from  parental  income  and 
asnets  adjusted  for  number  of  family 
members  attending  programs  of  post¬ 
secondary  education. 

(a)  For  each  grant  the  amount  ex¬ 
pected  from  parental  income  as  deter¬ 
mined  in  §  190.34  is  added  to  the 
amount  expected  from  parental  assets 
as  determined  in  §  190.35. 

(b) (1)  For  each  grant  the  combined 
expectation  determined  in  paragraph 
(a)  is  adjusted  in  the  following  manner 
for  the  number  of  family  members 
who  will  be  attending,  on  at  least  a 
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half-time  basis,  a  program  of  post-sec¬ 
ondary  education  during  the  award 
period  for  which  Basic  Grant  assist¬ 
ance  requested: 

Number  of  family  Expected  contribution  per 
members  attending  student  from  combined 


programs  of  contribution: 

postsecondary 

education: 

1  . . . . .  100  percent  of  the  contribu¬ 

tion  determined  In  para¬ 
graph  (a). 

2  .  70  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

3... . . .  SO  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

4  or  more  40  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 


(2)  Family  members  are  those  per¬ 
sons  referenced  in  §  190.34(b)(1). 

(20  U.S.C.  1070a(a)(3)(B).) 

§  190.37  Computation  of  the  expected  con¬ 
tribution  from  student’s  assets. 

For  each  grant  the  contribution 
from  the  student’s  assets  equals  33 
percent  of  his  or  her  net  assets. 

(20  U.S.C.  1070a(aK3KB).) 

§  190.38  Computation  of  the  total  expected 
family  contribution. 

For  each  grant  the  total  expected 
family  contribution  is  the  sum  of— 

(a)  The  expected  contribution  from 
the  parents’  income  and  assets  as  de¬ 
termined  in  §  190.36,  and 

(b)  The  expected  contribution  from 
the  student’s  assets  as  determined  in 
§  190.37. 

(20  U.S.C.  1070a(aX3KB).) 

§  190.39  Extraordinary  circumstances  af¬ 
fecting  the  expected  family  contribu¬ 
tion  determination  for  dependent  stu¬ 
dents. 

(a)  An  applicant  may  submit  an  ap¬ 
plication  to  the  Commissioner  for  de¬ 
termination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1979  instead  of  1978  if— 

(DA  parent  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con¬ 
tribution  has  died  in  1978  or  1979, 

(2)  A  parent  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con¬ 
tribution  has  lost  his  or  her  job  for  at 
least  10  weeks  during  1979, 

(3)  A  parent  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con-' 
tribution  has  been  unable  to  pursue 
normal  income-producing  activities  for 
at  least  10  weeks  during  1979  because 
of  (i)  disability,  or  (ii)  loss  or  damage 
to  income-producing  property  as  a 
result  of  a  natural  disaster, 

(4)  The  parents  of  the  applicant 
have  become  separated  or  divorced 
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after  the  applicant  submitted  his  or 
her  application,  or 

(5)  A  parent  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con¬ 
tribution  had  his  or  her  unemploy¬ 
ment  benefits  expire  in  1978  or  1979. 

(b)  An  application  submitted  under 
paragraph  (a)  shall  include  the  annual 
adjusted  family  income  already  re¬ 
ceived  for  1979  and  an  estimate  of  the 
annual  adjusted  family  income  to  be 
received  for  the  remainder  of  that 
year. 

(c)  An  applicant  may  submit  a  re¬ 
vised  application  to  reflect  changes  in 
asset  amounts  reported  on  the  previ¬ 
ously  submitted  application  if  the  ap¬ 
plicant  or  the  applicant’s  family  has 
suffered  a  loss  of  or  damage  to  assets 
resulting  from  a  natural  disaster  in  an 
area  that  has  been  declared  a  national 
disaster  area  by  the  President  of  the 
United  States. 

(20  U.S.C.  1070a(aK3KBKiKV).) 

Subpart  D — Expected  Family  Contri¬ 
bution  for  Independent  Students 

§  190.41  Indicators  of  financial  strength. 

“Expected  Family  Contribution’’  for 
an  independent  student  means  the 
amount  that  the  student  and  his  or 
her  spouse  may  reasonably  be  expect¬ 
ed  to  contribute  toward  the  cost  of  his 
or  her  education  for  an  award  period. 
Each  of  the  following  elements  of  fi¬ 
nancial  strength  will  be  considered  in 
determining  the  family  contribution 
for  independent  students: 

(a)  The  annual  adjusted  family 
income  of  the  independent  student 
and  s|}ouse. 

(b)  The  number  of  persons  whom 
the  independent  student  and  spouse 
can  claim  as  exemptions. 

(c)  The  number  of  dependents  of  the 
independent  student  and  spouse  who 
are  attending,  on  at  least  a  half-time 
basis,  a  program  of  postsecondary  edu¬ 
cation. 

(d)  The  assets  of  the  Independent 
student  and  spouse. 

(e)  The  imusual  expenses  of  the  in¬ 
dependent  student  and  spouse.  These 
unusual  expenses  are  limited  to  medi¬ 
cal  and  dental  expenses  and  expenses 
arising  from  a  catastrophe. 

(f)  The  additional  expenses  incurred 
when  both  the  independent  student 
and  spouse  are  employed  or  when  the 
employed  independent  student  quali¬ 
fies  as  a  surviving  spouse  or  as  head  of 
a  household  under  section  2  of  the  In¬ 
ternal  Revenue  Code. 

(g)  The  unreimbursed  expenses  in¬ 
curred  for  tuition  by  the  student  or 
spouse  for  dependent  children  en¬ 
rolled  in  an  elementary  or  secondary 
school. 

(20  UB.C.  1070a(aH3KC).) 
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§  190.42  Special  derinitions. 

The  definition  of  “Annual  Adjusted 
Family  Income”  is  set  forth  in  §  190.43. 

“Assets”  means  cash  on  hand  includ¬ 
ing  amounts  in  checking  and  savings 
accounts,  trusts,  stocks,  bonds,  other 
securities,  real  estate,  home  (if 
owned),  income  producing  property, 
business  equipment  and  business  in¬ 
ventory. 

However,  for  Native  American  stu¬ 
dents,  the  follow’ing  shall  not  be  con¬ 
sidered  as  an  a.sset  of  the  student  or 
his  or  her  spouse  in  determining  the 
expected  family  contribution— 

(a)  Any  property  received  pursuant 
to  an  award  under  the  Distribution  of 
Judgment  Funds  Act  (25  U.S.C.  1401, 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et 
seq.). 

(b)  Any  property  that  may  not  be 
sold  or  encumbered  without  the  con¬ 
sent  of  the  Secretary  of  Interior,  or 

(c)  Any  other  property  held  in  trust 
for  the  student  or  spouse  by  the 
United  States  Government. 

“Dependent”  means  the  independ¬ 
ent  student’s  spouse  and  any  of  the 
foiiow’ing  persons  for  whom  the  stu¬ 
dent  or  spouse  provides  or  will  provide 
more  than  one-half  support  during 
1979:  (a)  children  of  the  student  or 
spouse;  or  (b)  persons  living  with  the 
student  and  spou.se. 

“Effective  family  income”  means  the 
annual  adjusted  family  income  re¬ 
ceived  minus  the  Federal  income  tax 
paid  or  payable  with  respect  to  the 
year  for  which  adjusted  gross  income. 
a.s  defined  in  §  190.43.  is  reported. 

“Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relat¬ 
ing  to  employment  when  both  the  in¬ 
dependent  student  and  his  or  her 
spouse  are  employed  or  w’hen  the  inde¬ 
pendent  student  qualifies  as  a  surviv¬ 
ing  spou.se  or  as  head  of  a  household 
under  section  2  of  the  Internal  Reve¬ 
nue  Code. 

"Expenses  arising  from  catastrophe” 
m<'ans  unreimbursed  casualty  losses 
incurred  by  the  independent  student 
and  spouse  that  may  be  deducted 
under  section  165(c)(3)  of  the  Internal 
Revenue  Code.  The  expenses  which 
may  be  reported  are  those  which  were 
incurred  during  1978,  unless  the  stu¬ 
dent  files  under  the  provisions  of 
§  190.48.  In  that  case  the  expenses  re¬ 
ported  will  be  those  incurred  in  1979. 

"F'amily  size  offset”  means  an  allow¬ 
ance  to  meet  the  subsistence  expenses 
oi  the  independent  student  and  his  or 
her  dependents,  including  food,  shel¬ 
ter,  clothing,  and  other  basic  needs. 
The  “Weighted  Average  Thresholds  at 
the  Low  Income  Level.”  as  developed 
by  the  Social  Security  Administration, 
is  used  as  a  basis  to  determine  the 
family  size  offset,  except  in  the  case  of 
a  single  independent  student.  In  that 
case  an  amount  estimated  to  be  equal 


to  living  expenses  during  the  normal 
period  of  non-enrollment  is  used. 

“Federal  income  tax”  means  (a)  the 
tax  on  income  paid  to  the  U.S.  Gov¬ 
ernment  under  Chapter  2  of  the  Inter¬ 
nal  Revenue  Code,  or  (b)  the  tax  on 
income  paid  to  the  Governments  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Virgin  Islands,  the  Northern  Mari¬ 
ana  Islands,  or  the  Trust  Territory  of 
the  Pacific  Islands  under  the  laws  ap¬ 
plicable  to  those  jurisdictions. 

“Independent  student”  means; 

(a)  A  student  who  for  1978.  1979,  or 
1980- 

(1)  Has  not  been  claimed  and  will 
not  be  claimed  as  an  exemption  for 
Federal  income  tax  purposes  by  his  or 
her  parent(s)  for  any  one  of  these 
years; 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assLstance  of  more  than 
$750  from  his  or  her  parent(s)  in  any 
one  of  these  years:  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  w’eeks  in  the  home  of 
his  or  her  parent(s)  in  any  one  of 
these  years:  or 

(b)  A  student  whose  last  surviving 
parent  for  whom  financial  inforination 
would  have  been  reported  on  the  ap¬ 
plication  under  the  provisions  of  Sub¬ 
part  C  has  died  in  1978,  1979.  or  1980. 

(20  U.S.C.  1070a(aK3KBKUi).) 

“Medical  expenses”  means  unreim¬ 
bursed  medical  and  dental  expenses, 
except  premiums  for  medical  insur¬ 
ance,  that  may  be  deducted  under  sec¬ 
tion  213  of  the  Internal  Revenue  Code 
for  1978.  by  the  independent  student 
and  spouse  unle.ss  the  student  files 
under  the  provisions  of  §  190.48.  In 
that  case  the  expertses  reported  are 
those  for  1979. 

“Net  assets”  means,  at  the  time  of 
application,  the  current  market  value 
of  the  assets  included  in  the  definition 
of  a.ssets  minus  the  outstanding  liabiL 
ities  (indebtedness)  against  those 
assets. 

“Parent”  means  the  student’s 
mother  or  father.  An  adoptive  parent 
is  considered  the  student’s  mother  or 
father. 

(20U.S.C.  l070a(aK3KC).) 

§  190.43  Annual  adjusted  family  income. 

(a)  “Annual  adjusted  family  income” 
means,  except  as  provided  in  para¬ 
graphs  (b)  and  (c)  of  this  section  and 
§  190.48- 

(1)  The  sum  received  in  1978  by  the 
student  and  spouse  from— 

(i)  Adju-sted  gross  income  as  defined 
by  section  62  of  the  Internal  Revenue 
Code,  regardless  of  whether  the  stu¬ 
dent  or  spouse  filed  an  income  tax 
return: 

(ii)  Investment  income  upon  w'hich 
no  Federal  income  tax  need  be  paid. 
An  example  of  such  income  is  the  in¬ 


terest  on  State  and  municipal  bonds; 
and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid.  Ex¬ 
amples  of  such  income  include  child 
support  payments,  income  from 
income  maintenance  programs  such  as 
welfare  benefits  and  Social  Security 
benefits, 

(2)  One- half  of  any  veteran’s  bene¬ 
fits  to  be  paid  to  a  student  under 
Chapters  34  and  35  of  the  United 
States  Code  for  the  award  period  for 
which  aid  is  requested. 

(b)  For  a  Native' American  student, 
the  annual  adjusted  family  income 
will  not  include  the  income  received  by 
the  student  or  spouse  under  the  Dis¬ 
tribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401.  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43 
U.S.C.  1601,  et  seq.). 

(c)  In  the  case  of  the  student  who  is 
divorced  or  separated,  only  the  stu¬ 
dent’s  own  income  shall  be  considered 
in  determining  the  annual  adjusted 
family  income. 

(20  UJS.C.  1070a(aX3KB).) 

§  190.44  Computation  of  the  expected 
family  contribution  for  an  independent 
student  from  effective  family  income. 

The  expected  family  contribution 
for  the  independent  student  from  ef¬ 
fective  family  income  is  calculated  as 
followrs: 

(a)  Determine  effective  family 
income  of  the  student  and  spouse. 

(b)  Determine  discretionary  income 
by  deducting  the  following  offsets 
from  the  amount  calculated  in  para¬ 
graph  (a): 

(1)  A  family  size  offset  in  the 
amount  specified  in  the  following 
table. 


Family  size  offsets 


Family  members  Amount 


1 .  $1,200 

2  .  4.450 

3  .  5.400 

4  .  6.850 

5  .  8.050 

6  .  9.150 

7  .  10.100 

8  . . .  11.200 

9 . 12.250 


'Plus  $1,000  for  each  additional  family  member 
over  10. 

In  determining  the  family  size,  the 
following  rules  apply— 

(1)  Family  members  normally  in¬ 
clude  the  student  and  spouse  and  their 
dependents. 

(ii)  However,  if  the  student  is  di¬ 
vorced  or  separated,  the  spou.se  (ex¬ 
spouse)  ana  his  or  her  dependents  are 
not  counted  in  the  family  size. 

(2)  An  unusual  expense  offset  equal 
to  the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental  ex- 
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penses  and  nnreimbursed  losses  result¬ 
ing  from  a  catastrophe  exceeds  20  per¬ 
cent  of  effective  family  income.  The 
expenses  that  may  be  reported  are 
those  expenses  paid  by  the.  student 
and  spouse  in  1978,  unless  the  student 
files  under  the  provisions  of  §  190.48. 
In  that  case  the  expenses  reported  will 
be  those  paid  in  1979.  The  expenses  of 
both  the  students  and  spouse  are  in¬ 
cluded  only  if  the  incomes  of  both  are 
subject  to  inclusion  in  determining  the 
effective  family  income. 

(3)  An  employment  expense  offset  in 
the  amount  specified  as  follows— 

(i)  If  both  the  student  and  spouse 
were  employed  in  the  year  for  which 
adjusted  gross  income  is  reported  and 
both  have  their  incomes  reported  in 
determining  the  expected  family  con¬ 
tribution.  use  the  lesser  of  $1,500  or  50 
percent  of  the  adjusted  gross  income 
earned  by  the  person  with  the  lesser 
income. 

(ii)  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of 
the  Internal  Revenue  Code,  use  the 
lesser  of  $1,500  or  50  percent  of  his  or 
her  income. 

The  adjusted  gross  income  figure  to  be 
used  in  all  cases  is  that  figure  for  1978, 
unless  the  student  files  under  the  pro¬ 
visions  of  §  190.48.  In  that  case  the 
figure  to  be  used  in  the  one  for  1979. 

(4)  An  educational  expense  offset 
equal  to  the  unreimbursed  tuition  paid 
by  the  student  and  spouse  for  other 
dependent  children  enrolled  in  ele¬ 
mentary  or  secondary  school.  The  ex¬ 
penses  that  may  be  reported  are  those 
expenses  paid  in  1978,  unless  the  stu¬ 
dent  files  under  the  provisions  of 
§  190.48.  In  that  case  the  expenses  re¬ 
ported  will  be  those  paid  in  1979. 

(20  U.S.C.  1070a(aK3)(B).) 

(c)  If  the  discretionary  income  is  a 
positive  amount,  multiply  it  by: 

(1)  75  percent  for  the  single  inde¬ 
pendent  student  with  no  dependents; 

(2)  50  percent  for  the  married  inde¬ 
pendent  student  with  no  dependents 
other  than  a  spouse;  or 

(3)  40  percent  for  the  independent 
student  who  has  dependents  other 
than  a  spouse. 

If  the  discretionary  income  is  negative, 
there  is  no  expected  family  contribu¬ 
tion  from  effective  family  income. 

(20  U.S.C.  1070a(a)(3)(C).) 

§  190.45  Computation  of  the  expected  con¬ 
tribution  from  the  assets  of  the  inde¬ 
pendent  student  and  spouse. 

(a)  Except  as  provided  for  in  para¬ 
graph  (b),  the  expected  contribution 
from  the  assets  of  the  independent 
student  and  spouse  is  determined  in 
the  following  manner: 

(1)  Determine  the  net  assets  owned 
by  the  student  and  spouse. 


(2)  The  expected  contribution  from 
assets  equals  33  percent  of  the  amount 
determined  in  para^aph  (a)(1)  of  this 
section. 

(b)  If  the  calculation  of  discretion¬ 
ary  income  required  by  §  190.44(b)  pro¬ 
duces  a  negative  number,  the  expected 
contribution  from  the  student’s  assets 
calculated  under  paragraph  (a)  shall 
be  reduced  by  the  amount  of  that  neg¬ 
ative  discretionary  income. 

(20  U.S.C.  1070a(a)(3)(B).) 

§  190.46  Computation  of  the  total  expected 
contribution  from  the  student’s  and 
spouse’s  income  and  assets,  adjusted 
for  number  of  family  members  attend¬ 
ing  programs  of  postsecondary  educa¬ 
tion. 

(a)  For  each  £;rant.  the  amount  ex¬ 
pected  from  family  income  as  deter¬ 
mined  in  §  190.44  is  added  to  the 
amount  expected  from  assets  as  deter¬ 
mined  in  §  190.45. 

(b)  For  each  grant,  the  combined  ex¬ 
pectation  determined  in  paragraph  (a) 
is  adjusted  in  the  following  manner 
for  the  number  of  family  members 
who  will  be  attending,  on  at  least  a 
half-time  basis,  a  program  of  postsec¬ 
ondary  education  during  the  award 
period  for  which  Basic  Grant  assist¬ 
ance  is  requested. 

Number  of  family  Expected  contribution  per 

members  attending  student  from  combined 


Institutioas  of  contribution; 

postsecondary 

education: 

1  .  100  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

2  .  70  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

3  .  50  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 

4  or  more .  40  percent  of  the  contribu¬ 

tion  determined  in  para¬ 
graph  (a). 


Family  members  are  those  persons 
referenced  in  §  190.44(b)(1). 

(20  U.S.C.  1070a) 

§  190.47  [Reserved] 

§  190.48  Extraordinary  circumstances  af¬ 
fecting  the  expected  family  contribu¬ 
tion  determination  for  the  independent 
student. 

(a)  An  applicant  may  submit  an  ap¬ 
plication  to  the  Commissioner  for  de¬ 
termination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1979  instead  of  1978  if— 

(1)  A  spouse  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con¬ 
tribution  has  died  in  1978  or  1979, 

(2)  A  spouse  whose  income  was  or 
would  have  been  included  in  the  com¬ 
putation  of  the  expected  family  con¬ 
tribution  has  lost  his  or  her  job  for  at 
least  10  weeks  during  1979, 


(3)  An  applicant  or  spouse  whose 
income  was  or  would  have  been  includ¬ 
ed  in  the  computation  of  the  expected 
family  contribution  has  been  unable 
to  pursue  normal  income-producing 
activities  for  at  least  10  weeks  during 
1979  because  of  (i)  Disability  or  (ii) 
loss  or  damage  to  income-producing 
property  as  a  result  of  natural  disas¬ 
ter, 

(4)  The  applicant  has  become  sepa¬ 
rated  or  divorced  after  he  or  she  sub¬ 
mitted  his  or  her  application, 

(5)  The  applicant  was  employed  full¬ 
time  in  1978  (at  least  35  hours  per 
week  for  a  minimum  of  30  weeks 
during  1978)  and  is  no  longer  em¬ 
ployed  full-time, 

(6)  An  applicant  or  spouse  whose 
income  was  or  would  have  been  includ¬ 
ed  in  the  computation  of  the  expected 
family  contribution  has  had  his  or  her 
unemployment  benefits  expire  in  1978 
or  1979,  or 

(7)  An  applicant’s  last  surviving 
parent  for  whom  financial  information 
was  reported  on  an  earlier  application 
for  the  award  period  has  died. 

(b)  An  application  submitted  under 
paragraph  (a)  of  this  section  shall  in¬ 
clude  the  annual  adjusted  family 
income  already  received  for  1979  and 
an  estimate  of  the  annual  adjusted 
family  income  to  be  received  for  the 
remainder  of  that  year. 

(c)  An  applicant  may  submit  a  re¬ 
vised  application  to  reflect  changes  in 
asset  amounts  reported  on  the  previ¬ 
ously  submitted  application  if  the  ap¬ 
plicant  or  the  applicant’s  spouse  has 
suffered  a  loss  of  or  damage  to  assets 
resulting  from  a  natural  disaster  in  an 
area  that  has  been  declared  a  national 
disaster  area  by  the  President  of  the 
United  States. 

(20  U.S.C.  1070a(aK3)(B)(i)(V).) 


PART  144— NATIONAL  DIRECT 
STUDENT  LOAN  PROGRAM 

2.  Section  144.2  of  part  144  of  Title 
45  of  the  Code  of  Federal  Regulations 
is  amended  by  adding  the  definition  of 
“independent  student  (effective  July 

1. 1979) ,’’  to  read  as  follows: 

§144.2/  Definitions: 

•  «  •  •  ^ 

“Independent  student  (effective  July 

1. 1979) :’’ 

(a)  This  term  means  a  student— 

( 1 )  Who  is  a  veteran;  or 

(2)  Who  for  the  calendar  year(s)  of 
the  award  period  for  which  aid  is  re¬ 
quested  or  the  calendar  year  before 
the  first  calendar  year  of  that  award 
period— 

(i)  Has  not  been  claimed  and  will  not 
be  claimed  as  an  exemption  for  Feder¬ 
al  income  tax  purposes  by  his  or  her 
parent(s)  for  any  one  of  these  years; 
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(ii)  Has  not  received  and  viill  not  re¬ 
ceive  financial  assistance  of  more  than 
$750  from 'his  or  her  parent(s)  in  any 
one  of  these  years:  and 

(iii)  Has  not  lived  and  will  not  live 
for  more  than  six  weeks  in  the  home 
of  his  or  her  parent(s)  in  any  one  of 
these  years. 

(b)  However,  the  Commis-sioner  con¬ 
siders  that  a  student  will  not  have 
been  claimed  as  an  exemption  by  a 
parent,  will  not  have  received  more 
than  $750  from  a  parent,  and  will  not 
have  lived  in  the  parent’s  home  for 
more  than  six  weeks  if  that  parent 
dies  before  the  student  submitted  his 
or  her  loan  application. 

(20  U.S.C.  1087aa  ff;  20  U.S.C.  1087dd(e).) 


PART  175— COLLEGE  WORK-STUDY 
PROGRAM 

3.  Section  175.2  of  Part  175  of  Title 
45  of  the  Code  of  Federal  Regulations 
is  amended  by  adding  the  definition  of 
“independent  student  (effective  Juiy 
1,  1979),”  to  read  as  follows: 

§  17.7.2  Definitions: 

•  •  •  •  • 

“Independent  student  (effective  July 
1.  1979):’’ 

(a)  This  term  means  a  student  who 
for  the  calendar  year(s)  of  the  award 
period  for  which  aid  is  requested  or 
the  calendar  year  before  the  first  cal¬ 
endar  year  of  that  award  period— 

(1)  Has  not  been  claimed  and  will 
not  be  claimed  as  an  exemption  for 
Federai  income  tax  purposes,  by  his  or 
her  parent(s)  for  any  one  of  these 
years: 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$750  from  his  or  her  parent(s)  in  any 
one  of  these  years:  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  the  home  of 
his  or  her  parent(s)  in  any  one  of 
these  years. 

(b)  However,  the  Commissioner  con- 
.siders  that  a  student  w'ill  not  have 
been  claimed  as  an  exemption  by  a 
parent,  will  not  have  received  more 
than  $750  from  a  parent,  and  will  not 
have  lived  in  the  parent’s  home  for 
more  than  six  weeks  if  that  parent 
dies  before  the  student  submitted  his., 
or  her  College  Work-Study  applica¬ 
tion. 

(42  U.S.C  2751-2756.) 


PART  176— SUPPLEMENTAL  EDUCA¬ 
TIONAL  OPPORTUNITY  GRANT 
PROGRAM 

4.  Section  176.2  of  part  176  of  Title 
45  of  the  Code  of  Federal  Regulations 
is  amended  by  adding  the  definition  of 


“independent  student  (effectively  July 
1,  1979),’’  to  read  as  follows: 

§  176.2  Derinitions: 

•  •  •  •  • 

"Independent  student  (effective  July 
1. 1979):’’ 

(a)  This  term  means  a  student  who 
for  the  calendar  year(s)  of  the  award 
period  for  which  aid  is  requested  or 
the  calendar  year  before  the  first  cal¬ 
endar  year  of  that  award  period— 

(1)  Has  not  been  claimed  and  will 
not  be  claimed  as  an  exemption  for 
Federal  income  tax  purposes,  by  his  or 
her  parent(s)  for  any  one  of  these 
years: 

(2)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$750  from  his  o.,'  her  parent(s)  in  any 
one  of  these  years:  and 

(3)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  the  home  of 
his  or  her  parent(s)  in  any  one  of 
these  years. 

(b)  However,  the  Commissioner  con¬ 
siders  that  a  student  will  not  have 
been  claimed  as  an  exemption  by  a 
parent,  will  not  have  received  more 
than  $750  from  a  parent,  and  will  not 
have  lived  in  the  parent’s  home  for 
more  than  six  weeks  if  that  parent 
dies  before  the  student  submitted  his 
or  her  grant  application. 

(20  U.S.C.  1070b.) 

Appendix— Summary  of  Comments  and 
Responses 

Set  forth  below  is  a  summary  of  the 
public  comments  received  on  the  pro¬ 
posed  Family  Contribution  Schedules 
and  the  Office  of  Education  responses 
to  those  comments.  Generally,  the 
comments  and  responses  appear  in  the 
numerical  sequence  of  the  regulations 
and  are  identified  with  the  section 
number  and  title  of  the  section  to 
which  they  refer. 

§  190.32  Special  Definitions.  “Parent". 

Comment.  A  number  of  people  com¬ 
mented  on  the  proposed  change  in  the 
definition  of  the  term,  “parent,”  The 
majority  of  these  commenters  (ap¬ 
proximately  70%)  favored  the  new 
concept,  stating  that  it  was  more  real¬ 
istic  and  equitable  to  consider  only  the 
natural  or  adoptive  parents  as  parents 
for  Basic  Grant  purposes.  On  the 
other  hand,  those  who  opposed  such  a 
definition  generally  felt  that  some 
parents  are  already  abdicating  their 
responsibilities  as  far  as  the  postsecon¬ 
dary  education  of  their  children  is 
concerned,  and  this  will  only  make  it 
easier  for  them  to  do  so. 

In  addition  to  these  30%  who  were 
opposed  to  the  change,  several  com¬ 
menters  favored  the  change  with  res- 
en'ations.  For  example,  two  com¬ 
menters  thought  that  there  should  be 


a  revised  concept  of  “spouse”  to  com¬ 
plement  the  new  definition  of  parent. 
This  would,  according  to  the  com¬ 
menters.  identify  those  situations  in 
which  a  student  was  living  with  and, 
thus,  receiving  support  from,  someone 
to  whom  the  student  was  not  legally 
married. 

Along  similar  lines,  one  commenter 
suggested  that  the  Basic  Grant  Pro¬ 
gram  should  consider,  at  a  minimum, 
the  value  of  the  room  and  board  that 
a  student  receives  when  he  or  she  lives 
with  a  person  other  than  his  or  her 
parent.  Finally,  one  commenter  was 
concerned  that  the  new  definiticfti  of 
parent  would  automatically  make  a 
student  independent  of  a  step-parent 
who  might  ^  providing  considerable 
financial  help. 

Response.  As  was  indicated  in  the 
preamble  to  the  proposed  rules,  the 
Basic  Grant  Program  has  always  oper¬ 
ated  under  the  assumption  that  par¬ 
ents  have  the  first  responsibility  for 
the  education  of  their  depend»*nt  chil¬ 
dren.  While  the  Commissioner  defi¬ 
nitely  agrees  with  that  concept,  it  has 
become  apparent  that  people,  other 
than  the  parents,  from  whom  the  ap¬ 
plicant  might  receive  some  support  do 
not  necessarily  have  a  similar  respon¬ 
sibility.  Thus,  the  suggestion  to  retain 
the  old  concept  of  “other  parent”  for 
such  people  and,  thus,  to  view  the  af¬ 
fected  students  as  dependent  upon 
them  for  their  postsecondary  educa¬ 
tion  has  not  been  reflected  in  the  final 
regulation. 

The  Commmissioner  has  also  decid¬ 
ed  not  to  adopt  a  new,  more  encom¬ 
passing  definition  of  spouse,  believing 
that  such  a  definition  is  not  necessary. 
If  a  student  qualifies  as  an  independ¬ 
ent  student,  the  legal  definition  of 
spouse  will  continue  to  be  used  in  de¬ 
termining  whose  income  must  be  re¬ 
ported  for  purposes  of  establishihg 
Basic  Grant  eligibility. 

Regarding  the  reporting  of  the  value 
of  room  and  board  that  an  independ¬ 
ent  student  might  receive  by  living 
with  someone  other  than  a  parent  or 
spouse,  the  Commissioner  does  not 
feel  that  it  would  be  practical  to  at¬ 
tempt  to  determine  if  such  benefits 
exist  or  to  determine  the  value  of 
those  benefits.  Thus,  the  recommenda¬ 
tion  has  not  been  adopted. 

Finally,  the  Commissioner  does 
agree  that,  under  certain  conditions,  a 
step-parent’s,  as  well  as  a  parent’s, 
income  and  assets  should  be  reported 
in  determining  the  eligibility  of  a  de¬ 
pendent  student.  These  conditions  are 
addressed  in  §  190.33(d)  of  the  final 
regulations.  It  should  be  noted,  howev¬ 
er,  that  the  step-parent’s  income  and 
assets  are  only  considered  because, 
first,  the  student  has  already  been  de¬ 
termined  to  be  dependent  on  his  or 
her  natural  or  adoptive  parent  and, 
second,  there  exists  a  familial  finan- 
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cial  relationship  between  the  student 
and  the  step-parent.  Thus,  the  new 
definition  of  parent  does  not  auto¬ 
matically  remove  a  step-parent  from 
consideration  for  Basic  Grant  pur¬ 
poses.  Rather,  the  same  concept  that 
existed  in  the  past  continues  to  exist. 

Comment  In  noting  the  language  of 
the  1978-79  Family  Contribution 
Schedules,  one  commenter  asked 
whether  the  unusual  expenses  (casual¬ 
ty  losses  and  medical  expenses)  of  the 
entire  family  should  be  considered  for 
a  dependent  student  since  the  income 
that  is  reported  is  only  the  income  of 
the  parents. 

Response.  The  Commissioner  agrees 
that,  for  a  dependent  applicant,  the 
“expenses  arising  from  catastrophe” 
and  “medical  expenses”  should  be  only 
those  expenses  incurred  by  the  par¬ 
ents  whose  income  is  Included.  Ex¬ 
penses  which  are  incurred  by  the  ap¬ 
plicant  himself  or  herself  or  by  other 
members  of  the  family  other  than  the 
parents  should  not  be  considered  as 
offsets  against  the  effective  family 
income  of  the  parents.  Therefore,  the 
language  in  §  190.2  defining  those  ex¬ 
penses  has  been  clarified. 

§  190.33  Annual  adjusted  family 
income. 

Comment  Several  comments  were 
received  related  to  the  annual  adjust¬ 
ed  family  income.  One  commenter 
thought  that  special  consideration 
should  be  given  to  farm  families.  Spe¬ 
cifically,  this  person  thought  that 
since  farm  income  fluctuates  consider¬ 
ably  from  year  to  year,  we  should  use 
income  averaging  for  farm  incomes 
over  the  past  three  years.  As  an  alter¬ 
native.  he  suggested  allowing  a  larger 
amount  of  discretionary  income  for  an 
eligible  applicant’s  family  to  offset  not 
only  the  effects  of  inflation  on  the 
farm  family’s  income,  but,  also,  the 
special  financial  problems  that  farm¬ 
ers  often  encounter. 

The  second  comment  related  to  the 
fact  that  the  claiming  of  the  applicant 
as  an  income  tax  exemption  jointly  by 
the  parent  and  step-parent  is  not  a  cri¬ 
terion  for  requiring  part  or  all  of  the 
step-parent’s  income  and  assets  to  be 
reported.  This  commenter  felt  that 
many  students  who  do  live  in  such  a 
home  do  not  report  that  fact.  But,  if 
the  income  tax  exemption  criterion 
were  stated,  it  would  be  easy  to  docu¬ 
ment  where  the  applicant  lives  or  has 
lived. 

The  third  comment  was  also  related 
to  when  the  step-parent’s  financial  re¬ 
sources  should  be  considered.  This 
commenter,  however,  felt  that  the 
step-parent’s  income  should  sometimes 
be  included  even  if  neither  of  thr 
stated  conditions  in  §  190.33  exists 
since  the  step-parent’s  and  the  par¬ 
ent’s  funds  are  often  used  jointly. 


Response.  None  of  these  suggestions 
were  implemented  in  the  final  regula¬ 
tions.  The  family  size  offsets  have,  of 
course,  been  increased  by  amounts 
which  reflect  the  increase  in  the  Con¬ 
sumer  Price  Index  published  by  the 
Bureau  of  Labor  Statistics  of  the  De¬ 
partment  of  Labor.  This,  the  Commis¬ 
sioner  feels,  provides  an  adequate 
offset  from  the  family’s  effective 
income  for  Basic  Grant  applicants.  If 
special  consideration  were  given  to 
members  of  one  occupation,  but  not  to 
others,  the  concept  of  consistent  treat¬ 
ment  for  all  applicants  applying  for 
Basic  Grant  assistance  would  be  jeop¬ 
ardized.  Several  occupations  in  addi¬ 
tion  to  farming  are  characterized  by 
yearly  fluctuating  incomes.  The  Basic 
Grant  Program  treats  all  of  these  situ¬ 
ations  in  an  identical  fashion,  i.e.,  by 
using  the  base  year  income  as  the  best 
available  indicator  of  the  current  year 
income.  While  the  base  year  income 
may  in  some  cases  exceed  the  current 
year  income,  it  is  just  as  likely  that 
the  opposite  will  be  true.  And  in  the 
majority  of  cases,  the  difference  is 
likely  to  be  minimal.  The  use  of  an 
average  of  the  past  three  years’  in¬ 
comes  would  substantially  complicate 
both  the  application  and  the  valida¬ 
tion  processes  and  would  probably  not 
be  as  accurate  a  reflection  of  an  appli¬ 
cant’s  current  financial  situation  as  is 
the  use  of  the  base  year. 

Concerning  the  reporting  of  the 
step-parent’s  income  and  assets,  the 
tax  exemption  criterion  is  not  used 
since  it  does  not  always  indicate  that  a 
familial  or  financial  relationship  exists 
or  existed  between  the  applicant  and 
the  step-parent.  For  example,  when 
one  parent  is  allowed  to  claim  the  ap¬ 
plicant  as  a  tax  exemption  as  a  result 
of  a  divorce  settlement,  and  that 
parent  files  a  joint  return  with  his  or 
her  new  spouse,  it  does  not  necessarily 
indicate  that  the  new  spouse  (the  step¬ 
parent)  provided  any  hnancial  assist¬ 
ance  to  the  applicant.  Neither  does  it 
indicate  whether  the  applicant  lived 
with  the  step-parent  for  any  length  of 
time. 

In  short,  the  claiming  of  a  student 
by  the  step-parent  does  not  establish 
that  a  relationship  “equivalent”  to 
that  of  parent  and  child  exists  for  the 
step-parent  and  step-child  as  is  called 
for  in  the  Basic  Grant  legislation. 
Thus,  the  Basic  Grant  Program  would 
not  want  to  require  that  the  step-par¬ 
ent’s  financial  information  be  used  to 
determine  such  an  applicant’s  eligibil¬ 
ity  in  the  absence  of  one  of  the  stated 
criteria,  i.e.,  if  no  familial  or  financial 
link  existed  between  the  step-parent 
and  the  applicant.  In  such  a  case,  of 
course,  the  applicant  would  still  be  de¬ 
pendent  by  virtue  of  the  fact  that  he 
or  she  had  been  claimed  by  his  or  her 
parent  on  the  parent’s  joint  tax 
return.  However,  only  that  parent’s  fi¬ 


nancial  information  would  be  report¬ 
ed.  The  “fact”  that  both  the  step-par¬ 
ent’s  and  the  parent’s  funds  are  ohen 
used  jointly  is  an  imprecise  determina¬ 
tion  at  best.  It  is  not  considered  by 
itself  to  be  an  adequate  criterion  by 
which  a  relationship  equivalent  to 
that  between  a  parent  and  a  child  can 
be  said  to  exist  between  a  step-parent 
and  a  step-child. 

Comment  Another  commenter  sug¬ 
gested  that  in  cases  of  self  employ¬ 
ment,  taxable  income  should  be  used 
instead  of  adjusted  gross  income  when 
determining  the  effective  family 
income  of  an  applicant’s  parents. 

Response.  Since  the  Basic  Grant 
Program  is  formula-based,  it  is  impera¬ 
tive  that  all  applicants  receive  equal 
and  consistent  treatment  in  the  deter¬ 
mination  of  their  need.  The  various 
deductions  to  wh)ch  a  taxpayer  is  enti¬ 
tled  by  law  will  vary  from  one  individ¬ 
ual  to  another  regardless  of  whether 
he  or  she  is  self-employed  or  not.  By 
mandating  that  the  adjusted  gross 
income  line  be  used,  the  Commissioner 
believes  that  a  more  consistent  treat¬ 
ment  of  applicants  is  achieved.  It  is 
also  the  Commissioner’s  belief  that 
such  a  figure  will  provide  a  more  real¬ 
istic  figure  of  effective  family  income 
than  would  be  achieved  by  allowing  a 
family  to  report  only  that  portion  of 
its  income  that  is  subject  to  taxes 
after  various  deductions  have  been 
subtracted  from  that  income. 

§  190.34  Computation  of  the  expected 

family  contribution  for  a  dependent 

student  from  effective  family  income. 

Comment  As  part  of  §  190.33  of  the 
proposed  rules  the  Office  of  Education 
suggested  that  one  of  two  alternative 
approaches  to  assessing  parental 
income  be  incorporated  into  the  final 
regulations.  The  two  alternatives  were 
proposed  to  accommodate  whatever 
action  Congress  might  take  concerning 
tuition  tax  credits.  Alternative  A  pro¬ 
vided  for  a  12%  assessment  of  discre¬ 
tionary  income  and  would  result  in 
both  a  greater  number  of  students 
qualifying  for  Basic  Grants  and  in 
generally  larger  grants  than  would 
result  from  Alternative  B.  Alternative 
B  provided  for  keeping  the  old  assess¬ 
ment  rate  of  20%  of  the  first  $5,000 
and  30%  of  everything  else.  The  vast 
majority  of  conunenters  favored  Alter¬ 
native  A. 

Response.  Subsequent  to  the  pub¬ 
lishing  of  the  proposed  regulations  for 
the  Family  Contribution  Schedules, 
the  Congress  passed  the  Middle 
Income  Student  Assistance  Act.  This 
legislation  was  signed  by  the  President 
on  November  1,  1978.  One  of  its  provi¬ 
sions  is:  “In  determining  the  expected 
family  contribution  (for  Basic  Grants) 
for  any  academic  year  after  academic 
year  1978-79.  an  assessment  rate  of 
10.5  per  centum  shall  be  applied  to  pa- 
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rental  discretionary  income.”  Thus, 
the  final  regrulations  reflect  this  new 
provision  of  the  law. 

Comment  One  commenter  suggested 
that  the  same  assessment  rate  that  is 
applied  to  the  discretionary  income  of 
parents  of  dependent  students  be  used 
for  independent  students  with  depend¬ 
ents.  He  felt  that  to  do  otherwise  rep¬ 
resents  a  value  judgment  that  it  is 
more  important  to  educate  an  18-year- 
old  student  than  a  30-year-old  student. 

Response.  The  a.ssessment  rate  on 
the  income  of  parents  of  dependent 
students  will  be  10.5%  for  the  1979-80 
academic  year.  This  is  based  on  the 
applicable  provision  of  the  Middle 
Income  Student  Assistance  Act.  How¬ 
ever,  the  assessment  rate  on  the 
income  of  an  independent  student  can 
be  either  40%,  50%,  or  75%  depending 
on  whether  that  independent  student 
has  dependents  other  than  a  spouse, 
has  a  spouse  only,  or  is  a  single  inde¬ 
pendent  student. 

No  judgment  about  the  relative  im¬ 
portance  of  educating  any  segment  of 
the  population  is  intended  to  be  made 
by  this  difference.  Rather,  the  differ¬ 
ence  between  the  rates  applied  to  the 
independent  student’s  income  and  the 
rate  applied  to  a  dependent  student’s 
parent’s  income  is  a  reflection  of  the 
philosophy  that  the  independent  stu¬ 
dent  is  the  direct  beneficiary  of  his  or 
her  education.  Therefore,  the  inde¬ 
pendent  student  is  expected  to  con¬ 
tribute  a  greater  share  of  his  or  her 
income  towards  those  educational  ex¬ 
penses  than  is  the  parent  of  a  depend¬ 
ent  student,  since  the  parent  is  not  the 
direct  beneficiary  of  the  education. 

Comment  While  there  was  general 
support  for  the  increases  in  the 
Family  Size  Offsets,  several  com- 
menters  suggested  that  larger  in¬ 
creases  were  in  order.  One  sr>ecific  rec¬ 
ommendation  was  that  the  “Uniform 
Method  Standard  Maintenance 
Allowances”  be  used  for  the  offsets. 
The  Basic  Grant  Program  currently 
uses  figures  which  result  from  yearly 
adjustments  (to  reflect  inflation)  to 
the  “Weighted  Average  Thresholds  at 
Low  Income  Level”  developed  by  the 
Social  Security  Administration  and 
published  by  the  Bureau  of  the 
Census  which  were  used  initially. 

Response.  The  suggestions  to  pro¬ 
vide  additional  increases  in  the  Family 
Size  Offsets  were  not  adopted.  The  fig¬ 
ures  in  the  final  regulation  reflect  an 
8.8%  increase  (rounded  to  the  nearest 
$50)  over  last  year’s  figures  to  account 
for  the  increase  in  the  Consumer  Price 
Index.  The  Commissioner  believes 
that  these  figures  adequately  reflect 
the  costs  of  basic  family  expenses  that 
must  be  met  prior  to  educational  ex¬ 
penses. 

Comment  One  commenter  ques¬ 
tioned  the  fairness  of  allowing  a  step¬ 
father  of  a  dependent  applicant  to 


claim  in  his  family  size  other  depend¬ 
ents  for  whom  he  pays  child  support  if 
that  support  is  less  than  the  increase 
in  the  Family  Size  Offset  resulting 
from  those  additional  family  members 
for  whom  the  support  is  paid.  Further, 
this  commenter  wondered  whether  the 
children  for  whom  child  support  is 
provided  can  be  claimed  as  part  of  the 
family  size  by  the  family  with  whom 
those  children  reside. 

Response.  The  step-father  is  allowed 
to  claim  a  dependent  child  who  does 
not  live  with  him  but  for  whom  he 
provides  support  payments  only  if  he 
provides  more  than  half  of  that  child’s 
support.  Whether  this  amounts  to 
more  or  less  than  the  increase  in  the 
offset  is  irrelevant  since  the  offset  is  a 
standard  figure  used  for  everyone  re¬ 
gardless  of  whether  the  actual  amount 
of  the  offset  is  exr>ended  or  not.  If 
parents  spend  less  on  their  children 
than  what  is  allowed  by  the  offset, 
they  are  still  entitled  to  the  full 
amount  of  that  offset. 

The  family  with  whom  the  children 
actually  reside  w'ould  report  them  In 
its  family  size  but  would  also  report  as 
income  any  child  support  payments  re¬ 
ceived  for  those  children.  Thus,  in  cer¬ 
tain  situations  a  child  could  be  consid¬ 
ered  a  dependent  of  two  families. 

Comment  One  commenter  suggested 
that,  for  disabled  students,  the  Family 
Contribution  Schedules  should  be  ad¬ 
justed  to  reflect  the  exceptional  ex¬ 
penses  of  those  students. 

Response.  Since  the  Basic  Grant 
Program  is  formula-based,  it  is  impera¬ 
tive  that  all  applicants  receive  fair  and 
consistent  treatment  in  the  determina¬ 
tion  of  their  eligibility  for  assistance. 
The  formula  used  by  the  I*rogram 
takes  into  account  the  basic  subsist¬ 
ence  expenses  that  must  be  met  by  the 
family  before  any  contribution  from 
its  Income  is  expected.  Thus,  in  at¬ 
tempting  to  provide  all  applicants  an 
equal  opportunity  for  assistance,  the 
Commissioner  believes  that  standard 
treatment  is  necessary.  This  standard 
and  equitable  treatment  is  applied  to 
both  the  family  income  to  determine 
eligibility  for  assistance  and  to  the  al¬ 
lowable  costs  of  attendance  for  enroll¬ 
ment  in  a  postsecondary  Institution 
which  help  to  determine  the  amount 
of  that  assistance. 

It  should  be  noted  that  the  Basic 
Grant  is  not  intended  to  provide  for 
all  of  a  student’s  educational  expenses, 
whether  that  student  is  disabled  or 
not.  Rather,  it  is  intended  to  provide  a 
foundation  of  financial  aid.  Other  aid, 
in  addition  to  the  Basic  Grant,  can  be 
awarded  when  additional  need  exists. 

Comment  One  commenter  pointed 
out  that  the  increases  in  the  Family 
Size  Offsets  for  additional  family 
members  are  not  equal,  but  rather 
fluctuate  between  $900  and  $1,450. 
Further,  the  fluctuations  appear  to  be 


somewnat  random.  He  suggested  that 
if  there  were  to  be  different  increases 
for  additional  family  members,  the 
first  addition  (the  first  child)  should 
produce  the  largest  increase  in  the 
amount  offset  and  later  children 
should  produce  lesser  increases. 

Response.  The  family  size  offsets 
that  the  Basic  Grant  Program  used  in 
its  first  year  of  operation  were  based 
on  the  “Weighted  Average  Thresholds 
at  Low  Income  Level”  developed  by 
the  Social  Security  Administration 
and  published  by  the  Bureau  of  the 
Census.  The  expenses  in  that  table 
were  based  on  the  food  costs  of  fami¬ 
lies  of  given  sizes,  as  well  as  on  certain 
assumptions  about  additional  expenses 
for  shelter  and  other  family  needs. 
The  figures  have  been  updated  annu¬ 
ally  to  reflect  increases  in  the  Con¬ 
sumer  Price  Index.  The  fluctuations  in 
the  increases  that  result  from  differ¬ 
ent  family  sizes,  thus,  result  from  dif¬ 
ferences  measured  initially  by  the 
Social  Security  Administration. 

§  190.35  Computation  of  the  expected 

contribution  from  parental  assets. 

Comment.  Several  people  comment¬ 
ed  on  the  increase  in  the  a.sset  reserve 
for  non-farm  and  non-business  assets 
from  the  current  $17,000  to  $25,000. 
The  vast  majority  of  the  commenters 
favored  the  increase.  Two  com¬ 
menters,  however,  suggested  that  the 
increase  should  be  slightly  higher, 
while  one  thought  that  it  was  much 
too  high  and  should  only  be  increased 
to  reflect  the  effects  of  inflation. 

In  addition,  two  other  commenters 
suggested  that  home  equity  should 
not  be  considered  at  all  when  assets 
are  reported,  since  the  home  usually 
represents  a  non-liquid  asset.  Another 
commenter  suggested  that,  in  addition 
to  an  asset  reserve,  $20,000  to  $30,000 
of  home  equity  should  be  exempt  from 
assessment.  However,  for  anyone  who 
owTis  a  home  worth  more  than  $75,000 
or  perhaps  $100,000,  that  commenter 
thought  that  the  Basic  Grant  Pro¬ 
gram  should  reduce  the  amount  of 
.home  equity  that  would  be  exempt 
from  assessment. 

Response.  The  basic  tenet  behind 
the  assessment  of  assets  is  simply  that 
families  with  assets  are  in  a  stronger 
financial  position  than  families  with 
similar  incomes  but  without  assets. 
Thus,  for  a  need  based  program,  some 
form  of  a.sset  assessment  is  required. 
And,  although  equity  in  a  home  gener¬ 
ally  is  considered  to  be  a  non-liquid 
asset,  it,  nevertheless,  is  part  of  a  fam¬ 
ily’s  financial  strength.  As  such,  that 
asset  is  treated  in  the  same  manner  as 
other  assets. 

The  Commissioner  agrees  that  there 
should  be  some  protection  of  a  fam¬ 
ily’s  assets  since  those  assets  are  nor¬ 
mally  intended  for  a  variety  of  uses  in 
addition  to  the  postsecondary  educa- 
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tion  of  the  family  members.  The  raise 
in  the  non-farm  and  non-business 
asset  reserve  to  $25,000,  thus,  reflects 
not  only  that  philosophy  but,  also,  the 
Commissioner’s  belief  that  that  figure 
results  in  an  adequate  and  fair  treat¬ 
ment  of  the  assets  that  a  family  might 
have. 

§  190.42  Special  definitions 
“Independent  student  ” 

Comment  In  addition  to  the  com¬ 
ments  of  simple  approval  or  disapprov¬ 
al  on  this  section  (which  were  about 
evenly  divided),  several  commenters 
suggested  specific  changes.  One  com- 
menter,  for  example,  suggested  that 
the  definition  of  the  base  year  for  pur¬ 
poses  of  establishing  independent 
status  be  changed  for  those  students 
who  attend  school  only  during  the 
second  calendar  year  of  any  academic 
year,  i.e.,  only  during  1980  for  the 
1979-80  award  period.  The  base  year 
for  such  a  student,  according  to  this 
commenter,  should  be  1979  instead  of 
1978. 

A  second  commenter  recommended 
that  veterans  have  a  six  month  grace 
period  immediately  after  their  dis¬ 
charge  during  which  they  could  live 
with  their  parents  without  being  clas¬ 
sified  as  dependent  students.  The  pur¬ 
pose  of  this  exemption  would  be  to 
allow  veterans  time  to  establish  their 
own  residence  after  leaving  the  mili¬ 
tary. 

Response.  Neither  of  these  sugges¬ 
tions  was  adopted.  Since  the  program 
operates  on  the  basis  of  yearly  award 
periods,  any  student  who  attends  any 
portion  of  a  particular  award  period 
must  face  the  same  requirements  of 
independent  status  as  all  other  stu¬ 
dents  attending  school  during  that 
award  period.  Similarly,  in  regard  to 
the  suggested  six-month  grace  period 
for  veterans,  the  Commissioner  does 
not  wish  to  deviate  from  the  concept 
that  all  independent  students  are  re¬ 
quired  to  meet  the  same  conditions  in 
order  to  be  considered  independent. 

Comment  One  commenter  suggested 
that  additional  criteria,  such  as  the 
age,  the  marital  status,  and  the  em¬ 
ployment  history  of  the  applicant,  be 
considered  in  determining  his  or  her 
independent  status. 

Response.  The  age  and  marital 
status  of  an  applicant  are  arbitrary 
criteria  and  would  not  necessarily  indi¬ 
cate  that  an  applicant  is  or  is  not  fi¬ 
nancially  independent  of  his  or  her 
parents.  And.  while  the  applicant’s 
employment  history  would  provide 
some  indication  of  independence,  the 
Commissioner  believes  that  the  exist¬ 
ing  criteria  of  (1)  being  claimed  as  a 
tax  exemption,  (2)  living  with  the  par¬ 
ents.  and  (3)  receiving  financial  sup¬ 
port  from  them  adequately  establish 
independence  or  dependence. 


Comment  One  commenter  suggested 
that  instead  of  establishing  $750  as 
the  set  figure  for  allowable  parental 
support  for  an  independent  applicant, 
the  figure  to  be  used  should  always  re¬ 
flect  the  figure  that  the  Internal  Rev¬ 
enue  Service  sets  for  the  personal  ex¬ 
emption. 

Response.  This  suggestion  was  not 
adopted.  This  figure  may  or  may  not 
be  the  same  as  the  Internal  Revenue 
Service  personal  exemption  figure. 
The  Commissioner  believes  that,  for 
the  purposes  of  determining  independ¬ 
ent  status,  the  $750  figure  is  adequate 
at  this  time. 

Comment.  Regarding  the  determina¬ 
tion  of  independent  status,  several 
commenters  urged  that  the  Basic 
Grant  Program  adopt  the  proposal 
from  the  July  12,  1977  notice  of  pro¬ 
posed  rulemaking,  which  called  for  an 
extension  of  the  Federal  tax  exemp¬ 
tion  criterion  to  two  years  prior  to  the 
year  for  which  aid  is  requested.  Others 
suggested  that  such  a  rule  not  be 
adopted,  thinking  that  the  Commis¬ 
sioner  was  again  proposing  it. 

Response.  As  indicated  in  the  pream¬ 
ble  to  the  August  14,  1978  notice  of 
proposed  rulemaking  for  these  Family 
Contribution  Schedules,  the  idea  of 
extending  the  income  tax  exemption 
criterion  back  an  additional  year  was 
considered  at  one  time  but  never  im¬ 
plemented.  Such  a  rule  would  make  an 
otherwise  independent  student  who 
was  enrolling  in  school  in  January  of 
1980  dependent  solely  because  he  or 
she  was  claimed  by  his  or  her  parents 
for  1977.  The  Commissioner  does  not 
believe  at  this  time  that  such  an  ex¬ 
tension  is  necessary  to  determine  the 
student’s  independent  status. 

Comment  One  commenter  suggested 
that  since  the  Basic  Grant  Program’s 
definition  of  an  independent  student 
will  be  used  as  the  standard  for  the 
campus-based  programs.  §  190.42 
should  include  a  definition  of  an  inde¬ 
pendent,  graduate  student.  Further, 
this  commenter  suggested  that  the 
standards  for  graduate  students  be 
more  liberal  than  those  for  undergrad¬ 
uate  students. 

Response.  This  suggestion  was  not 
adopted.  The  definition  in  this  final 
Basic  Grant  regulation  is  repeated,  for 
the  campus-based  programs  with  ap¬ 
propriate  modifications.  The  criteria 
for  independent  student  status  will  be 
the  same  for  both  graduate  and  under¬ 
graduate  students. 

§  190.43  Annual  adjusted  family 
income. 

Comment  One  commenter  wondered 
whether  a  separation,  as  mentioned  in 
§  190.42a(c)  of  the  proposed  regula¬ 
tions  would  have  to  be  a  legal  one. 

Response.  The  final  regulation,  as 
was  the  case  with  the  previous  regula¬ 
tion,  does  not  specifically  require  a 
legal  separation.  Thus,  if  the  inde¬ 


pendent  student  is  separated  (legally 
or  otherwise)  or  divorced  as  of  the 
date  of  application,  only  the  student’s 
own  income  will  be  considered  in  de¬ 
termining  the  annual  adjusted  family 
income. 

Comment.  One  commenter  suggested 
that  the  regulation  specifically  state 
whether  a  student  who  pays  room  and 
board  to  his  or  her  parents  while 
living  in  their  home  is  classified  as  an 
independent  student. 

Response.  This  suggestion  has  not 
been  adopted.  Such  a  student  would 
be  dependent  since  the  pertinent  sec¬ 
tion  of  the  regulation,  §  190.42(a)(iii), 
states  that,  to  be  classified  as  inde¬ 
pendent,  the  student  must  not  have 
lived  or  will  not  live  for  more  than  six 
weeks  in  the  home  of  his  or  her  par¬ 
ents  during  any  of  the  pertinent  years. 
No  exception  is  noted  for  any  extenu¬ 
ating  circumstances,  such  as  the  pay¬ 
ment  of  room  and  board. 

If  such  a  provision  were  enacted,  it 
would  provide  an  opportunity  for  sig¬ 
nificant  abuse  of  the  independent  stu¬ 
dent  definition,  since  substantial  bene¬ 
fits  of  room  and  board  could  be  avail¬ 
able  to  an  applicant  at  a  nominal  cost. 
Consequently,  a  student  paying  room 
and  board  while  living  in  his  or  her 
parent’s  home  is  classified  as  a  de¬ 
pendent  student  under  the  final  regu¬ 
lation. 

§  190.44  Computation  of  the  expected 
contribution  for  an  independent 
student  from  effective  family 
income. 

Comment  Although  one  commenter 
suggested  that  the  increased  family 
size  offset  for  a  single,  independent 
student  should  become  effective  only 
if  the  old,  more  rigorous  definition  of 
an  independent  student  is  kept,  there 
was  virtually  unanimous  acceptance  of 
that  proposed  increase  by  all  com¬ 
menters. 

Response.  The  proposed  change  in 
the  method  of  computing  the  family 
size  offset  for  the  single  independent 
student  to  provide  consistency  with 
the  method  of  computing  the  offsets 
for  all  other  students  has  not  been 
adopted.  The  proposal  was  put  forth 
in  the  notice  of  proposed  rulemaking 
published  on  August  14,  1978.  Addi¬ 
tionally,  the  President,  on  November 
1,  1978,  signed  the  Middle  Income  Stu¬ 
dent  Assistance  Act  (MISAA),  which 
in  addition  to  its  other  provisions,  also 
called  for  the  proposed  increase  in  the 
family  size  offset  for  the  single  inde¬ 
pendent  student.  However,  the  Office 
of  Education  has  decided  to  postpone 
implementation  of  this  change  until 
1980-81  because  of  budgetary  consider¬ 
ations. 

Comment  One  commenter  suggested 
that  the  Basic  Grant  ITogram  family 
size  offsets  take  into  consideration  not 
only  the  number  of  family  members 
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but,  also,  the  grade  level  of  those 
family  members  who  are  in  school  and 
the  amount  of  income  that  is  actually 
available  for  their  education. 

Response.  Since  the  Basic  Grant 
Program  is  formula-based,  the  family 
size  offset  for  a  given  family  size  must 
be  same  for  all  families  with  that 
famiiy  size.  While  the  program  does 
consider  both  family  size  and  unreim¬ 
bursed  primary  and  secondary  schooi 
tuition  and  fees  of  other  family  mem¬ 
bers  in  determining  the  amount  of 
money  that  should  be  available  for  the 
postsecondary  educational  expenses  of 
an  applicant,  the  grade  level  of  the 
other  dependent  children  is  not  per  se 
a  factor.  Also,  the  Program  does  not 
attempt  to  determine  if  any  money  is 
actually  given  to  the  applicant  but 
rather  how  much  money  should  be  ex¬ 
pected  to  be  available  based  on  the 
need  analysis  formula  used. 

Comment  Several  other  comments 
were  received  which  addressed  §  190.33 
as  well  as  this  section.  These  com¬ 
ments  concerned  unusual  expenses  for 
disabled  students.  the  Uniform 
Method  Standard  Maintenance  Allow¬ 
ance,  and  the  amounts  of  the  offsets. 

Response.  These  comments  were  ad¬ 
dressed  in  this  appendix  in  the  re¬ 
sponses  to  recommendations  regarding 
§  190.33. 

§  190.43  ('^imputations  of  the  expected 
contribution  from  the  assets  of  the  in¬ 
dependent  student  and  spouse.  ^ 

Comment  Several  commenters  sug¬ 
gested  that  either  the  same  asset  re¬ 
serve  that  is  offered  to  the  family  of  a 
dependent  applicant  and  that  was, 
under  the  proposed  regulations,  of¬ 
fered  to  the  independent  applicant 
with  a  family  size  greater  than  one,  or 
some  modified  version  of  that  concept 
be  offered  to  a  single  independent  ap¬ 
plicant  with  no  depiendents.  Others 
suggested  that  speciaJ  consideration  be 
given  to  non-liquid  assets,  especially 


equity  in  a  house.  And,  on  commenter 
suggested  that  asset  protection  should 
be  graduated  with  age  is  done  under 
the  Uniform  Methodology. 

Response.  These  suggestions  were 
not  adopted.  The  Commissioner’s  posi¬ 
tion  is  that,  generally,  the  independ¬ 
ent  student  is  expected  to  contribute  a 
greater  portion  of  his  or  her  resources 
towards  postsecondary  educational  ex¬ 
penses  than  is  the  family  of  a  depend¬ 
ent  student.  'This  is  because  the  inde¬ 
pendent  student  is  the  direct  benefici¬ 
ary  of  his  or  her  education. 

In  recognition  of  the  fact  that  an  in¬ 
dependent  student  with  a  family  size 
greater  than  one  has  some  of  the  same 
responsibilities  that  the  family  of  a  de¬ 
pendent  student  has,  the  same  assess¬ 
ment  of  assets  was  proposed  for  both 
types  of  applicants.  However,  because 
of  budgetary  considerations  as  w'as 
noted  in  the  responese  to  comments 
on  §  190.44,  the  Office  of  Education 
has  decided  to  postpone  the  imple¬ 
mentation  of  this  proposed  change 
until  1980-81  period.  Thus,  the  pro¬ 
posed  creation  of  an  asset  reserve  for 
indpendent  students  with  dependents 
has  not  been  incorporated  into  these 
final  regulations.  And,  the  assessment 
rate  for  those  assets  remains  the  same 
as  it  was  last  year  (33%). 

§  190.48  Extraordinary  cirrum.stances  af¬ 
fecting  the  expected  family  contribu¬ 
tion  determination  for  the  independent 
student. 

Comment  Two  comments  were  re¬ 
ceived  suggesting  that  two  additional 
reasons  should  be  added  to  §  190.48 
(with,  presumably,  comparable  addi¬ 
tions  to  §  190.39)  to  allow  a  student  to 
file  a  Supplemental  Form  when  apply¬ 
ing  for  a  Basic  Grant.  The  first  of 
these  suggestions  was  that  a  student 
should  be  able  to  file  a  Supplemental 
Form  based  on  a  divorce  that  occurs 
prior  to  the  date  of  the  original  Basic 
Grant  application  for  that  award 
period.  The  second  was  that  students 
whose  Social  Security  benefits  have 


expired  or  students  who  have  lost 
part-time  jobs  that  they  held  in  the 
year  which  they  are  reporting  income 
should  also  be  able  to  file  Supplemen¬ 
tal  Forms. 

Response.  Neither  of  these  sugges¬ 
tions  was  adopted.  In  developing  the 
regulations  for  the  Basic  Grant  Pro¬ 
gram,  the  Commissioner  determined 
that  the  tax  year  prior  to  the  year  of 
application  is  the  best  indicator  of 
family  financial  strength.  For  1979-80 
therefore,  an  independent  applicant 
will  report  his  or  her  1979  income  in¬ 
formation. 

It  was  recognized,  however,  that  cir- 
cum.starices  may  occur  which  would 
dramatically  affect  the  financial 
strength  of  the  family  after  the  base 
year  of  1978.  In  order  to  accommodate 
these  circumstances  certain  conditions 
have  been  established  under  which  an 
applciant  may  submit  an  application 
that  uses  the  current  tax  year  (1979) 
as  the  base  year  and  estimates  the 
family  income  for  that  year.  The  Sup¬ 
plemental  Form  is  the  vehicle  used  in 
determining  eligibility  to  file  a  Basic 
Grant  application  using  estimated 
1979  income. 

One  of  these  conditions  is  the  di¬ 
vorce  of  separation  of  the  applicant. 
However,  if  the  divorce  or  separation 
occurs  prior  to  the  filing  of  the  origi¬ 
nal  Basic  Grant  application,  there  is 
no  need  to  estimate  income.  Rather, 
the  base  year  income  of  only  the  appli¬ 
cant  is  reported.  The  spouse’s  finan¬ 
cial  information  is  not  considered 
since  he  or  she  is  no  longer  part  of  the 
applicant’s  family. 

'The  CommisLsoner  had  decided  not 
be  include  expired  Social  Security 
benefits  or  lost  part-time  jobs  as  addi¬ 
tional  conditions  permitting  an  appli¬ 
cant  to  use  the  Supplemental  Form 
for  1979-80.  However,  the  Commission¬ 
er  will  study  the  possibility  of  adding 
these  conditions  in  future  award  peri¬ 
ods. 

[FR  Doc.80-8766  Piled  3-22-79;  8:45  am) 
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